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According to commitments made by Ro-
mania (and by NBR) in the negotiating 
process to Chapter 11 - Economic and 
Monetary Union on the acquisition, trans-
fer and implementation into national le-
gislation of the acquis for banking, the 
NBR Statute was harmonized with the 
provisions of the Treaty regarding the es-
tablishing of the European Community, the 
Protocol on the Statute of the European 
System of Central Banks and of the Euro-
pean Central Bank , as well as of the other 
Community provisions on central bank ac-
tivity in the Member States of the European 
Union. The convergence criteria represent 
the economic assessment test of the pre-
paration of a country to participate in stage 
three of EMU. Although there are no con-
vergence criteria relating to the banking 
system, the paper considers that the Ro-
manian banking system is compatible with 
the European banking system, following the main rules of capital 
adequacy, liquidity and risk management. The operational compa-
tibility of the Romanian banking system was made possible by in-
creasing the participation of foreign banks that have over 75% of 
banks' capital in Romania and the Romanian National Bank's 
participation in the working bodies of the European Central Bank. 
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1. INTRODUCTION 
Law no.  157/2005, to ratify the Treaty of European Union
Member States and the Republic of Bulgaria and Romania
on the accession of Romania and Bulgaria to the European
Union, published in the Official Gazette of Romania, Part I
no. 465 of June 1, 2005, prepared legally the access of our
country to the European Union on 01 January 2007.  
The principles of the integration of Romania and Bulgaria
into the EU, according to the European Commission were:
•  Continuity:  Pre-accession procedures will be
applied until the date of accession. It made a rapid
and smooth transition to the EU pre-accession
procedures.  
•  Rule of law: The existing communitarian legislation
is fully applicable to the new Member States since
accession.  
•  Lack of new procedures: the existing structures and
procedures are necessary and sufficient to meet
the economic and political issues specific to the
new Member States. 
•  Equal treatment: the EU procedures will be applied
by guaranteeing equal treatment given to all
Member States since accession.  The experience
gained in previous series of accessions can be used
for guidance, without having to repeat anything.  
•  Information and consultation:  future Member
States will be fully informed and consulted, where
appropriate, on all aspects of their integration into
the EU's monitoring procedure. 
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2. THE NBR ROLE IN PREPARING ROMANIA'S 
PARTICIPATION IN THE ECONOMIC  
AND MONETARY UNION  
DURING THE PRE-ACCESSION STAGE  
From the perspective of the European integration, the 
signing of the Treaty of Accession on April 26, 2005 was 
the main event of 2005 which marked the deepening of 
the preparations for Romania's EU accession. The 
awarding the active observer status to participate in 
European forums structures and substructures started a 
broad process of preparing national institution to which 
NBR circumscribed since May 2005, both for multi-
institutional holdings, in case of the meetings related to 
policies and financial services conducted under the 
auspices of the European Commission and directly, 
through participation in the structures and substructures 
of the European System of Central Banks (ESCB).  
For NBR, the start of this process involved a series of 
steps, namely:  
•  deepening cooperation with the ECB;  
•  gradual and constant familiarity with the 
institutional mechanisms of the European 
Commission and the European Central Bank;  
•  ownership and respect for all working procedures 
of the European Central Bank;  
•  assuming new responsibilities arising from the 
observer status given and, especially, from the full 
membership;  
•  preparing the participation in all the structures and 
substructures ESCB, initially, until the date of 
accession, as an active observer, and after the 
accession, as a full member;  
•  implementation of these working procedures in the 
own system of regulation of the NBR. To this end, 
the NBR issued two internal regulations, Regulation 
no. 5/13.10.2005 on document security and 
confidentiality of information received and destined 
to foreign partner institutions and Regulation  no. 
4/22.02.2007 on coordinating the participation of 
representatives of the National Bank of Romania in 
the structures of the ESCB;  
Within the NBR, the process of participation in the ESCB 
structures will be as follows:  
- from an institutional viewpoint, the European Integration 
and Foreign Relations (DIERE) is the unique institutional 
structure responsible for coordinating activities to 
participate in meetings of the General Council and the 
ESCB structures and substructures.  Specifically, in this 
view, DIERE provides:  
•  the preparation of the participation of the NBR 
Governor in the General Council meetings;  
•  the management of all the documents related to 
the General Council;  
•  the preparation of briefing and debriefing activities, 
namely to ensure a fluid exchange of information 
horizontally and vertically among all NBR 
representatives in the ESCB structures meetings, 
depending on the specific agenda of each General 
Council;  
•   the preparation of regular coordination meetings.  
- in terms of responsibilities, NBR is ready to take on new 
commitments and tasks, in order to ensure the most 
productive participation of NBR representatives in the 
ESCB structures and substructures.  
-  in terms of organization, the highest level, the NBR 
Governor attends quarterly as a full member from January 
1, 2007, the work of the General Council of the ESCB, 
together with the other 26 governors of central banks in 
Member States. Then the NBR representatives have 
received successive invitations to participate in the 
subsequent 12+1 Committees of the ESCB, mandating 
structures, clearly defined on the main areas of activity.  
Thus, NBR regularly takes part:  
•  through designated representatives, of which two 
are the Senior Deputy Governor, Deputy Governor, 
and the remaining 10 are directors, in the meetings 
of the 12+1 committees of the ESCB;  
•  depending on the individual nominations in each 
committee, by different categories of experts in the 
working groups meetings and in the special task 
forces meetings.  
- from the perspective of information services, NBR is still 
making the necessary endeavours to streamline and 
ensure a more productive management of the ECB 
documents, to ensure the confidentiality required under 
the internal rules and the ECB.  
At this stage, NBR will be involved in the preparations for 
accession to the European System of Central Banks, 
namely the Euro system, by acquiring the legislative 
recommendations of the European Central Bank (ECB) 
and the European Commission (EC) to respect the legal 
convergence criteria from the reports, from the 
convergence programs.  
To this end, the NBR Board of Directors decided to start 
the process of amending the Law 312/2004 on the 
Statute of the BNR, for adopting the euro. The changes to 
the law will consider:  
•  the EU acquis for Chapter 11 - Economic and 
Monetary Union, which Romania (NBR) has 
pledged to adopt after the closing of the accession 
negotiations;  
•  the legal convergence criteria for adopting the euro;  
•  to ensure consistency provisions of the Statute of 
the NBR with developments in national legislation;  
•  the experience and the practice of other central 
banks, to amend the statutes to adopt the euro 
(Slovenia, Estonia, Malta, Cyprus, Lithuania and 
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Slovakia) and the assessment of their bills by the 
Central Bank;  
•  the proposed amendments submitted by the 
specialty divisions of the NBR.  
To be actively involved in preparing the access conditions of 
our country in the euro area, NBR had to adapt its organiza-
tion and operation status. The main changes and additions 
to Law no. 101/1998 on the Statute of the NBR followed:  
 - the statuary sole objective of the NBR to ensure and 
maintain price stability; 
- strengthening the independence of NBR in terms of:  
•   from an institutional aspect, by:  
 - Definition of NBR as independent public institution;  
  - Stipulating that the NBR support of the general 
economic policy of the State is performed without 
prejudice to its primary objective;  
 - Providing for the independence of its leading members 
related to the public authorities or to any other institution 
or authority, in performing duties;  
•   in terms of the staff, through:  
o the term of office of all the board members 
of the NBR, including those appointed on 
the seats remained vacant;  
o stipulation of the possibility of revocation 
from the office of a member of the Board of 
NBR only if he/she no longer fulfils the con-
ditions necessary for the exercise of his/her 
powers or is guilty of serious misconduct;  
o Extension of the provisions on the conflict 
of interest to all the board members and 
the NBR senior employees and the 
reference to the system of incompatibilities 
and conflict of interests stipulated by law.  
•   financially, through the provisions on the 
development of the patterns of the annual 
financial statements and the issue by the NBR of 
its own regulations on accountancy organization 
and management, as well as the accounting for 
economic and financial operations of the NBR, 
which are done with the consultative 
endorsement of the Ministry of Public Finance.  
 - banning any possibility of direct funding by the Central 
Bank of the public institutions by:  
•  prohibiting the acquisition from the primary market 
by the National Bank of Romania of the claims 
against the state, local and central government, 
national companies, and other companies with 
majority state capital;  
•  prohibiting credit on overdraft or any other type of 
credit by National Bank of Romania of the state, 
the central and local government, the national 
companies, and other companies with majority 
state capital;  
•  charging fees for the settlement of transactions 
through the General Account of Treasury, opened 
at BNR;  
•   eliminating the possibility of lending by the NBR, 
based on agreements concluded with the Ministry 
of Finance to bridge the temporary gap between 
revenues and expenditures of the General Account 
of the Treasury;  
•    limiting the secondary market purchases, sales 
and other transactions carried out with the object of 
treasury bills and bonds;  
•    removing any reference to the possibility of 
transferring securities in order to cover stock losses 
from the NBR balance sheet.  
- The elimination of the privileged access of public 
institutions to the resources of financial institutions by 
extending the scope of eligible assets by the central bank 
to guarantee loans to credit institutions, thus removing the 
indirect obligation to provide government securities as 
collateral, which could result in the obligation of the credit 
institutions to buy government securities.  
  NBR has participated and continues to participate 
directly, in close cooperation with the Ministry of European 
Integration, the National Commission for Prognosis and 
the Ministry of Finance, in the development of appropriate 
sections of monetary policy and exchange rate, external 
balance, business regulation, licensing and prudential 
supervision of the credit institutions, to promote and 
monitor the smooth operation of payment systems.  
3. THE CONVERGENCE CRITERIA  
FOR THE PARTICIPATION IN THE ECONOMIC  
AND MONETARY UNION  
The convergence criteria are economic assessment test of 
the preparation of an economy to participate in stage 
three of EMU. These criteria were established by the 
M a a s t r i c h t  T r e a t y ,  r a t i f i e d  b y  a l l  E U  M e m b e r  S t a t e s  i n  
1993, and covers:  
•  price stability:  average inflation rate (measured by 
the harmonized index of consumer prices) for the 
past 12 months must not exceed 1.5 percentage 
points (i.e. arithmetic average inflation rates) of the 
best one in the Member States regarding the price 
stability; in addition, this development should prove 
sustainable.  
NBR has adopted since 2005 an inflation targeting 
strategy, starting precisely from the fact that once having 
reached single digits (below 10% since 2004), inflation 
may slow the rate of decline compared with earlier 
periods; moreover under certain conditions it can re-
launch, as was the case in late 2007 and early 2008.  
•   Public Finances:  government's financial position 
must be sustainable, which is achieved by 
maintaining a budgetary position without reaching 
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a considered excessive deficit, the budget deficit 
(projected or actual) should not exceed 3% of GDP, 
if this amount is exceeded, the deficit budget must 
be reduced substantially and continuously to a 
value close to the reference or exceeding the 
reference value must have an exceptional and 
temporary nature.  
Romania qualifies under this criterion, but the increased 
deficit by the end of 2007, with the spending in the local 
budgets in a short period of significant levels, resulted in 
missing the inflation target. For 2008, an election year, 
the budget deficit increased, situation that may 
complicate in 2009 by reducing budgetary revenues on 
the grounds of the international financial crisis.  
•   Public debt: should not exceed 60% of GDP, and if it 
records higher values, it must be reduced 
significantly and must get close to the reference 
value at a satisfactory pace.  
Romania has a low share of public debt in GDP, but the 
question is to what extent an increase in indebtness will 
become the engine of sustainable economic growth. It is 
possible that the anti-crisis measures will be involved in 
running a large public investment program (highways, 
modernization of railways, airports, housing rehabilitation, 
etc.) proposed since 2009 to increase public debt and to 
raise its sustainability.  
•   interest rates: average nominal long term interest in 
the last 12 months must not exceed by more than 2 
percentage points (i.e., the arithmetic mean long-
term interest rates) the most powerful member 
states regarding the price stability; the interest rates 
can be measured based on long-term government 
securities or based on other comparable securities.  
2005 is the first year for which we have data on this 
criterion, the first bonds maturing in 10 years launched 
with an interest rate of 6.75%, by then the maximum 
maturity of the bonds was 5 years because of persistent 
inflation. It is clear that a reduction of inflation would take 
us closer to this criterion:  
•   exchange rate stability: the exchange rate must re-
main within the margins of fluctuation in the ex-
change rate mechanism (ERM II) for a period of at 
least two years without severe tensions, especially 
without doing their own initiative to currency de-
valuation against the euro. The new exchange rate 
mechanism (ERM II) replaced the ERM in January 
1999 and aims to fix currencies of Member States 
which are not part of the euro zone, the euro by es-
tablishing, by mutual agreement, a central rate, fixed 
but adjustable, against the euro and a standard fluc-
tuation line of + / -15 percentage points.  A narrow 
line of fluctuation can be determined, by mutual 
agreement as progress is made regarding 
convergence.  
Let’s suppose that an ongoing pivotal rate of 4.0 lei for 
one euro would be established, and then the ± 15% 
margin would lead us to a minimum of 3.40 and a 
maximum of 4.60 lei for one euro.  
  The main threat to stability in the exchange rate is a 
much higher growth of imports compared to exports, the 
balance of payments deficit, offset by the foreign currency 
inflows of Romanian workers abroad and placements by 
non-residents, both sources having an uncertain degree of 
predictability. A healthy economic growth, a recovery in 
exports and a restrictive fiscal policy are all solutions for 
the price stability and the exchange rate.  
 4. CRITERIA FOR THE ACCESSION TO THE ERM II  
The agreement that defines specific conditions for the 
participation in the exchange rate mechanism (ERM II) will 
be signed by the President of the ECB and the NBR 
governor. Previously, however, the ministers of finance 
from euro zone Member States and the countries 
participating in ERM II had to have an agreement.  In 
Table 1 the timing of integration in the euro area of new 
Member States of the European Union is presented.  
The Romanian banking system compatibility with the 
European banking system  
In order to render the Romanian banking system 
compatible with the European banking system, several 
stages have been necessary; the starting point constituting 
the development of an organizational framework to enable 
institutional convergence through legislative harmonization. 
The legislative harmonization is mainly intended to base 
mutual recognition of under similar prudential rules to 
ensure the stability of the banking system in the European 
  Table 1 
The calendar of the integration in the euro area of some new EU Member States 
 
Country  Date of accession to EU  Date of integrationinto ERM II (target) Target date for euro area integration
 Cyprus    2004    May 2005 01/01/2008   
 Malta      2004    May 2005 01/01/2008   
 Poland    2004    2006 To be determined   
 Czech Republic   2004    November 2005 2012 *
 Slovakia    2004    2006 01/01/2009   
 Hungary    2004    To be determined 2011 *
 Romania    2007    2012 2014
Source: the Central Bank, ECB, the European Commission 
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single market.  This point highlights:  
 - The determination of own funds;  
 - Solvency ratio requirements.  
 The main function of the bank’s 'capital' is to ensure public 
and authorities on the stability of the bank” 1. 
 As regards solvency ratio, it constitutes the central axis of 
harmonized rules through the legislation known as the 
Cooke rule which sets a minimum ratio of 8% from own 
funds and the degree of risk weighted assets. Regulations 
determined at Basel among the Central Banks "of the 
Group of 10" on the Cooke standard found understanding 
worldwide, thus the adherence has exceeded the 
boundaries of the European Community, being applied in 
most countries.  
Legislation adopted in the years 2003-2005 focused on 
continuing the process of harmonization and allowed 
Romania's accession to European structures. Through the 
amendments to the Law no. 58/1998, an evolution of the 
Romanian banking system was achieved by the following 
coordinates:  
•  alignment of the Romanian banking system to 
European Union directives;  
•  NBR increased authority as the banking supervisory 
                                                 
1 Iosif Hetes-Gavra, The Banking Management, “Orizonturi 
Universitare” Magazine, Timisoara, 2004. 
body;  
•  clear determination of how a bank can be declared 
bankrupt;  
•  review the provisioning and loan classification 
system based on the debt service, and undertaking 
legal proceedings;  
•  setting the minimum capital for a banking company;  
•  establishment of Loan Bureau for the loan 
monitoring and reimbursement risk of individuals;  
•  regulating the international transfers of funds;  
•  conferring the NBR independence as the banking 
regulatory institution;  
•  determination of the overdraft loan system for 
commercial banks;  
•  accounting and reporting achievement in the IAS 
system;  
•  increasing requirements for capital adequacy 
indicator from 8% to 12% of the degree of risk 
weighted assets.  
Opening negotiations with the European Union resulted in 
intensified efforts to harmonize legislation with EU 
Directives and the principles of the Basel Committee.   
During this period, an important part of the national 
banking legislation was aligned with the European 
  Table 2 
Romania-prudential regulations 
 
 Type regulators  Prudential regulations Comparison with European standards
 Minimum capital    37 million lei (about 10 million euros)  5 million euros  
 Solvency ratio for credit risk   12% (risk-weighted assets)  8% (risk-adjusted assets)  
Limits on credit exposure:    
 -focus on customer credit or group   20%   25% 
-loans to persons in special 
relationship with the bank  
 20% (aggregate amount)  20% 
 Limits on foreign exchange rate     20% (total foreign currency position) 
10% (individual foreign currency position) 
20% 
Classification of loans and the 
establishment of provisions  
 0% for "standard" 
 5% for the observation "  
 20% for "substandard"  
 50% for "doubtful"  
 100% for "loss" 
There are no EU standards  
 Guaranteeing deposits    All  the banks that take deposits from 
individuals must participate in a guarantee fund. 
The guaranteed minimum amount: 20,000 euro, 
increased in 2008 due to the international financial 
crisis to 50,000 euros. 
All  the institutions must participate in a 
guarantee fund.  The guaranteed minimum amount: 
20,000 euro, increased in 2008 due to the 
international financial crisis to 50,000 euros.  
 Rules on ownership    Any person wishing to obtain an equity 
participation of at least 5% or wants to increase 
participation levels that are multiples of more than 
5% must obtain the approval of NBR. 
Any person who wants to acquire, directly or 
indirectly, a participation of at least 10% or to increase 
their holdings above 20%, 30% or 50% must inform the 
supervising authority which may oppose the acquisition. 
 Limits on equity 
holdings of banks  
 20% of the equity of a banking company 
which is not engaged in financial activities
specified by the banking law:  
 10% of the bank's own funds, 50% of 
the bank's own funds (aggregate limit)  
15% of own funds of banks  
 60% of the own funds  
 (aggregate limit)  
Source: www.bnr.ro, processed data from 2000-2008 Annual reports 
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standards. The Romanian technical regulations were largely 
harmonized with the European ones, as shown in Table 2. 
Increasing the efficiency of banking supervision was a key 
concern of the bank, with the objective of achieving a 
competitive and stable banking system. Restructuring the 
banking system exceeded the pace of the real economic 
restructuring; banks therefore developed a reluctant 
attitude towards the economy crediting, which drew on 
their many criticisms from the public and authorities.  
The own funds are seen as two ways:  
•  own  capital represented by the paid up share 
capital, the bonuses relating to capital entirely 
cashed, the legal reserves, the general reserves for 
loan risk, the influence of currency reserves related 
to available assessment in representing capital in 
foreign currency, the reserves made up of capital 
related bonuses and the allocation of the net 
income, the favourable differences from the 
revaluation reserve of assets, fixed assets fund, the 
fund to increase the own funding sources, funds 
established by banks, permanent funds available 
to their overseas units;  
•   additional capital consists of subordinated debt, 
investment grants, other stocks than those in 
equity and the favourable differences from 
revaluation of assets.  
The analysis of the space distribution of the banking 
services in Romania shows that over 95% of the country 
towns are not covered under any form of banking 
network, agency or working point. The fact that almost 
half of the population lives in rural areas, in areas with 
very low purchasing power and the fact that banks still 
earn well enough in areas where they are present now, 
that is mostly in big cities, is not a reason for the 
preservation of a such cases, the logic of Romania's EU 
integration is just one of achieving social cohesion and 
mitigating disparities between rich and poor regions. In 
general, small towns and other localities are not listed in 
the banks attention because of the high costs of opening 
a branch or agency and do not justify the presence of 
this branch or agency in those areas. The banks need 
large volumes of operations and extension can only be 
possible on the retail part. 
5. CONCLUSION 
After Romania's accession in January 1, 2007, regarding 
the credit institutions, during 2007, there were two 
important developments in law, namely the approval of 
Government Emergency Ordinance no. 99/2006 on credit 
institutions and capital adequacy through Law no.   
227/2007, the approval of Government Emergency 
Ordinance no.  98/2006 on the supplementary 
supervision of credit institutions, insurance companies 
and / or reinsurance companies and financial investment 
services and investment management companies in a 
financial conglomerate by Law no. 152/2007.  
Internationally, the NBR joined a number of agreements 
on financial stability, previously concluded between EU 
countries. Thus, on August 1, 2007, NBR joined:  
•  the cooperation agreement between authorities 
responsible for monitoring the payment systems and 
banking supervising in stage three of EMU (2001);  
•  the agreement on the basic principles for 
cooperation between banking supervisors and 
central banks in the European Union in crisis 
management (2003).  
Subsequently, on April 4, 2008, NBR adhered to the 
cooperation agreement between the banking supervisor 
authorities, the central banks and the ministries of finances 
of EU countries in financial crisis management (2005).  
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